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STATE  OF  TEXAS  § 

§  KNOW  BY  ALL  MEN  THESE  PRESENTS: 

COUNTY  OF  TARRANT  § 

NOTTCF  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY  REMOVE  OR  STRIKE  ANY 
l^^^X^A^mmM  THIS  INSTRUMENT  BEFORE  IT  IS  FILED  FOR  RECORD  IN  THE  PUBLIC 
RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE  NUMBER. 

NO  SURFACE  USE  OIL  AND  GAS  LEASE 


This  NO  SURFACE  USE  OIL  AND  GAS  LEASE  ("Lease")  is  made  as  of  the  25th  day  of  March,  2008  (the 
"Effective  Date")  by  and  between  Francisco  Garcia  and  wife,  Silvia  Garcia  ("Lessor"  whether  one  or  more ,  whose 
address  is  2115  Foxcroft  Ln,  Arlington  Tx  76014  and  Paloma  Bamett,  LLC,  ("Lessee,"  whether  one  or  more)  whose 
address  is  1 021  Main  Street,  Ste.  2600,  Houston,  TX  77002.  Lessor  and  Lessee  are  sometimes  collectively  referred  to 
in  this  Lease  as  the  "Parties.*' 


1  Leased  Premises  Lessor,  in  consideration  of  a  cash  bonus  in  hand  paid  by  Lessee,  the  royalties  herein  provided, 
and  the  covenants,  agreements  and  obligations  of  Lessee  herein  contained,  and  subject  to  the  conditions  and 
limitations  hereinafter  set  forth,  hereby  leases  and  lets,  exclusively  unto  Lessee,  for  the  purpose  of  exploring,  drilling 
for  producing,  and  marketing  oil  and  gas,  the  land  in  Tarrant  County,  Texas,  described  as  follows,  to  wit: 


0  2066  acres  of  land,  more  or  less,  also  being  known  as  Blk  8  Lot  20  of  the  Brandyndge,  phase  one,  an  addition  to  the 
City  of  Arlington,  Tarrant  County,  Texas,  out  of  the  William  Haymon  Survey,  Abstract  Number  642,  Tarrant  County,  Texas, 
and  amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 


(and  referred  to  herein  as  "Said  Land,"  the  "Property,"  or  the  "Leased  Premises").  The  Leased  Premises  shall  include 
all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at 
Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate 
description  of  the  leased  premises.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the 
number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less. 

2  Term  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are 
produced  in  paying  quantities  from  the  Leased  Premises  or  from  lands  pooled  therewith,  or  this  Lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 


3  Potion  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option,  to  be 
exercised  prior  to  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
provisions  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises.  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided, 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years.  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 


Notwithstanding  anything  to  the  contrary  herein,  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs .off 
proS"  costs,  inciuding  costs  of  lifting,  gathering  dehydration • 

deKverv  transportation  manufacture,  processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of 
^HSSi  or  equipment  processing  or  treating  oil  or  gas  P^^f  P™  «™« 
pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  less  than  Lessee  ,n  sales  to  non-affi  tatoe  It j« JJ6?™  * 
me  parties  that  the  provisions  of  this  section  are  to  be  fully  effective  and 

"surplusage"  under  the  principles  set  forth  in  Heritage  Resources  v.  NationsBank,  939  S.W.2d  118  (Tex.  1997). 
As  used  herein  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  ttian  ten 
£c1?<1^  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  ^  J^<™££ 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee 
^^iS^^M  the  outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint 
venture  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 
Lessee  must  disburse  or  cause  to  be  disbursed  to  Lessor  its  royalty  on  production  from  a  pabular  well  not Tater Jhan 
one  hundred  twenty  (120)  days  after  the  end  of  the  month  following  first  delivery  of  gas  from  the  well  into  the  pipeline. 
Thereafter  Lessee  must  disburse  or  cause  to  be  disbursed  to  Lessor  by  the  last  day  of  each  month  rts  royalty  on 
production  for  which  Lessee  received  payment  in  the  preceding  month,  but  in  no  event  shall  royalty  be  paid more Jhan 
sixty  (60)  days  after  the  last  day  of  the  month  of  production.  If  not  paid  when  due,  Lessor  s  royalty  shall  bear  interest  at 
the  maximum  lawful  rate  from  due  date  until  paid,  which  amount  Lessee  agrees  to  pay.  Acceptance  by  Lessor  of 
royalties  that  are  past  due  shall  not  act  as  a  waiver  or  estoppel  of  its  right  to  receive  interest  due  thereon  unless  Lessor 
expressly  so  provides  in  writing  signed  by  Lessor. 

The  receipt  by  Lessee,  or  Lessee's  operator,  from  a  purchaser  or  a  pipeline  company  of  proceeds  of  production  for 
distribution  to  Lessor  will  not  result  in  Lessee,  or  Lessee's  operator,  acquiring  legal  or  equitable  title  to  those  proceeds, 
but  Lessee  or  Lessee's  operator,  will  at  all  times  hold  the  proceeds  in  trust  for  the  benefit  of  Lessor.  Notwithstanding 
the  insolvency  bankruptcy,  or  other  business  failure  of  a  purchaser  of  production  from  Said  Land  or  pipeline  company 
transporting  production  from  Said  Land,  Lessee  will  remain  liable  for  payment  to  Lessor  for,  and  agrees  to  pay  Lessor 
all  royalties  due  Lessor  together  with  interest  if  not  timely  paid.  Lessor  retains  the  right  to  terminate  we  Lease  for 
failure  to  pay  royalties,  after  a  period  of  written  notice  and  opportunity  to  cure  which  shall  not  exceed  sixty  (60)  days. 

Gas  produced  from  Said  Land  or  pooled  unit  that  Said  Land  is  included  therewith  shall  not  be  commingled  with  gas 
produced  from  any  other  lands  prior  to  the  point  where  the  gas  produced  from  this  Lease  passes  through  the  meter 
which  will  measure  the  gas  for  calculating  the  payment  made  by  the  purchaser  of  gas  production. 


6  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  traced  shall  be  deemed  incapable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90- 
day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of 
such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed 
that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment 
of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 

7.  Payments.  All  shut-in  or  other  royalty  payments  under  this  Lease  shall  be  paid  or  tendered  to  Lessor  at  the  address 
in  Section  1 ,  or  at  such  address  or  to  Lessor's  credit  at  such  depository  institution  as  Lessor  may  provide  written  notice 
of  from  time  to  time.  All  payments  or  tenders  may  be  made  by  check  or  electronic  transfer. 


8.  Continuous  Drilling  Obligations.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (a  "dry 
hole")  on  the  Leased  Premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities) 
permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Section  9  or 
the  action  of  any  governmental  authority,  then  in  the  event  this  Lease  is  not  otherwise  being  maintained  in  force  it  shall 
nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional 
well  or  for  otherwise  obtaining  or  restoring  production  on  the  Leased  Premises  or  lands  pooled  therewith  within  one 
hundred  twenty  (120)  days  after  completion  of  operations  on  such  dry  hole  or  within  one  hundred  twenty  (120)  days 
after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  Lease  is  not 
otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations 
reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  Lease  shall  remain  in  force  so  long  as  any  one  or 
more  of  such  operations  are  prosecuted  with  no  cessation  of  more  than  one  hundred  twenty  (120)  consecutive  days, 
and  if  any  such  operations  results  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  thereafter 
as  there  is  production  in  paying  quantities  from  the  Leased  Premises  or  lands  pooled  therewith.  After  completion  of  a 
well  capable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  Leased 
Premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar 
circumstances  (a)  to  develop  the  Leased  Premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on 
;the  Leased  Premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  Leased  Premises  from  uncompensated  drainage 
by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or 
any  additional  wells  except  as  expressly  provided  herein. 

9.  Pooling.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  Leased  Premises  or  interests 
therein  with  any  other  lands  or  interests,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the 
commencement  of  production,  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or 
operate  the  Leased  Premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or 
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SSS^-  record6" Sen  describing  the  unit  and  stating  the 

be  retroactive  to  first  production.  In  the  event  Lessor's  acreage  is  included  in  a  well,  all  of  Lessor's  acreage  sha  be 
SS^S^Ing  or  reworking  operations  anywhere  on  a  unit  which  includes  the  leased  pr~Mhrt  be 
freatedas  if  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises  except  that  the  P^tonon 
wh^Lesso L  royals  caiculated  shall  be  that  proportion  of  the  total  unit  production  which  the ^  surface  acres  covered 
by  this  Lease  and  included  in  the  unit  bears  to  the  total  number  of  surface  acres  included  in  the  unit. 

Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder, 

recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contr 

befo  e  or  after  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or 

au*ority  having  iurisdiction,  or  to  conform  to  any fi^^ 
made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  ^ration 
describing  the  revised  unit  and  stating  the  effective  date  of  revision.  If  the  leased  prermses  *e 
from  the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder ^shal 
tt?^  be  aolustod  accordingly.  In  the  absence  of  production  in  paying  quantities  from  a  unit,  or  upon  penmem 
£2  thereof  Lessee  may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating 
the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

10  Assignment  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned  devised  or  ^^^^ 
in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shaH  extend 
o7hei  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns;  provided,  howeve  if  Lesee  i to 
assian  anv  part  of  this  Lease  to  any  third  party  other  than  Chesapeake  Energy  or  a  subsidiary  or  affiliate  thereof,  it  shall 
^^^\Sd  a  copy  of  any  assignment  to  the  Lessor  within  sixty  (60)  dats  of  assignment.  No  change  m 
Lessor1!  ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  nQ°r 
change  in  ownership  shall  be  binding  on  Lessee  until  thirty  (30)  days  after  Lessee  has  been  £ 
certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  reasonable 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessees  usual  for* of 
dfv  sion  order.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part,  no  ^^^^^  £E 
of  any  liability,  before  or  after  the  assignment,  and  Assignee  is  jointly  and  severally  liable  with  Lessee  for  all  Lease 

obligation. 

11  Release  and  Vertical  Puoh  Clause.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  a  file  of 
record  Sen  retease  of  hte  Lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this 
Lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations 

respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  cove  ed 
hereby  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the 
net  acreage  interest  retained  hereunder.  In  any  event,  upon  termination  of  this  Lease,  Lessee  its  successor ;  or 
assigns  shall  deliver  to  Lessor  a  recorded  release  within  sixty  (60)  days  as  to  such  portion  or  portions  of  this  Lease 
which  have  terminated  under  the  terms  of  this  Lease.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  uponttie 
expiration  of  any  extension  or  renewal  of  the  primary  term,  or  after  cessation  of  operations  as  provided  herein 
whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  rights  lying  below  one  hundred  feet  (100 )  below  eriher  (1)  fte 
deepest  depth  drilled  in  any  well  drilled  on  the  leased  premises  or  on  lands  pooled  therewith  or  (2  the  stratigraphy 
equivalent  of  the  base  of  the  deepest  formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased 
premises  or  on  lands  pooled  therewith,  whichever  is  the  deepest;  provided,  however,  if  Lessee  is  then •engaged  in 
operations  on  the  leased  premises  or  on  lands  pooled  therewith,  this  Lease  shall  remain  in  full  force  and  effect  as  to  all 
depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

12  Nn  Surface  Use.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not  enter  upon  the  surface 
of 'cross  over  place  any  structure  or  building  upon  or  conduct  any  operations  (including  but  not  limited  to 
geophysical/seismic  operations)  on  the  Leased  Premises  or  within  six  hundred  feet  (600')  of  the  Leased  Premises  or 
any  other  residential  structure  located  within  the  same  subdivision  or  neighborhood  addition  as  the  Leased  Premises. 
Lessee  shall  only  develop  the  leased  premises  by  pooling,  as  provided  herein,  or  by  directional  or  horizontal  dnlhng 
commenced  from  a  surface  location  on  other  lands.  Notwithstanding  anything  to  the  contrary  in  the  Lease,  Lessee  has 
no  right  to  drill  horizontally,  vertically,  or  at  an  angle  under  the  Leased  Premises  at  any  depth  that  is  less .than  three 
hundred  (300)  feet  below  the  surface.  Lessee  has  no  right  to  pipe,  transmit,  or  transport  gas  under  the  Leased 
Premises  at  any  depth  that  is  less  than  three  hundred  (300)  feet  below  the  surface.  Lessee  shall  make  all  reasonable 
efforts  not  to  use  residential  or  neighborhood  streets  or  thoroughfares  in  developing  the  Leased  Premises,  any  lands 
pooled  therewith  or  otherwise. 

13  Noise  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells 
shall  be  kept  to  a  reasonable  minimum,  taking  into  consideration  reasonably  available  equipment  and  technology in  the 
oil  and  gas  industry,  the  level  and  nature  of  development  and  surface  use  elsewhere  in  the  vicinity  of  Lessee  s  drill  sites 
and  the  fact  Lessee's  operations  are  being  conducted  in  or  near  an  urban  residential  area.  If  Lessee  utilizes  any  non- 
electric-powered equipment  in  its  operations,  Lessee  shall  take  reasonable  steps  to  muffle  the  sound  therefrom  by 
installing  a  noise  suppression  muffler  or  like  equipment. 

14  Regulatory  Reouirgmpnts  and  Force  Majeure.  Lessee's  obligations  under  this  Lease,  whether  express  or  implied, 
shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having  jurisdiction, 
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including  en— entai  regulations,  setback  recent,  ^^^^^1^"^  - 
price  of  oil,  gas  and  other  substances  covered  hereby  .Jo ,  fta ^extent  an fsucn  laws        ,    a  ^^ered  a 

tow  restrictive  than  the  terms  of  this  Lease,  this  Lease  sh  ^  c°^l.  ^^r  operatons  are T  prevented  or  delayed  by 
material  breach  of  the  Lease.  When  drilling,  ""g^*™^^  Services,  material,  water, 

such  laws,  rules,  regulations  or  orders,  or  by  inab^y  ^'"^rsTwea'he  condTns,  war,  sabotage,  rebellion 
electricity,  fuel,  access  or  easements,  or  by  fire  flood,  ^ree  wea production  or  failure  of 
insurrection,  riot,  strike  or  labor  disputes,  or  b»  '^"^ °„ ZVclse  no  readably  within  Lessee's 
purchasers  or  carriers  to  take  or  transport  *™h  V^™-™^  *n^\^  ™l\ ToVbe  liable  for  breach  of 
control,  this  Lease  shall  not  'e™nffhbf  are  so  prevented,  delayed 

any  express  or  implied  covenants  of  this  Lease  when  drilling,  P™"«™  "5™™ cause  of  force  majeure  as  soon  as 
or  interrupted.  Lessee  sha,,  take  "-a^^  majeure  for'a  period  of  more 

reasonably  possible.  In  no  event  shall  this  Lease  be  PerPe'ua{^  Dy  *   obliaation  of  Lessee  to  pay  money  that  has 

of  such  Force  Majeure  event. 

usual  manner  and  quantities^  LESSEE  »  VIOLATION  Oh  '""uru f  shall  INDEMNITY  HOLD  HARMLESS  AND 

mmmmwm 

mmm 

THIS  LEASE. 

DIRECTION  AND  CONTROL,  AND  ITS  INDEPENDENT  CONTRACTORS. 

17  Notices  All  notices  required  or  contemplated  by  this  Lease  shall  be  directed  to  the  party  being  notif.ec I  at  the 
addreStif^d  in  SectionT  unless  notice  of  another  address  has  been  provided  in  writing.  All  sue .  notices  shall  be 
made  by  registeVed  or  certified  mail,  return  receipt  requested,  unless  another  means  of  dehvery  .s  expressly  stated. 

investigation  to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures. 

furnished  Lessee  an  itemized  written  statement  of  the  expenses. 

20  Venue  and  Legal  Fees  Venue  for  any  dispute  arising  under  this  Lease  shall  lie  in  Tarrant  County,  Texas  where 
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Lessor  for  the  enforcement  of  the  provisions  of  this  Lease.  It  is  agreed  and  understood  that  time  is  of  the  essence  in  the 
performing  of  each  responsibility  under  the  terms  of  this  Lease. 

21.  BO*  Lessee  shai,  Keep  complete  and  accurate  record, .of  -  its  °P^°« 

Premises,  and  the  results  thereof,  J™       °su*"  9S mie  opMons  and  title  curative  material;  all 

paleontological  data  and  interpretations  "'f^  the  total  gross  production,  the 

drilling,  coring,  logging,  testing  and  completion  records  all  PJ««**«^^wl^  thereof;  all  production  sales 
quantities  saved,  sold  and  used,      d'sP0SI,l°V^  Lesso,  and  Lessee  or 

contracts;  and  such  other  records  and  as  may  be  proper  for  fn °'  ac=ou  me  ,  term  of  this  Lease  and 
to  determine  the  respective  rights  and  obligations  ^^^^^^^^^,1^  shall  make  all  of 
for  as  long  as  oil  and  gas  is  produced  therefrom, ; and  for  a  penrad  of  ^/J^^'^pylng  m  Usee's  offices  at  all 

22.  r^n^.  „  is  agreed  that 

alteration,  extension  or  ratification  of  th,s  lease  or  *  ""V^nor  ^e"cific  te'mfo^r  pro^sions  affected  and"  the 
instrument  clearly  ^nominating  ,ts^  amendment,  alteraton, 

drafted  shall  be  of  no  force  or  effect. 

23.  A_n,  Fees.  Notwithstanding  anything  containec I  herein  to ^^^^^ 
Lessee  to  obtain  same  from  Lessor's  lender  on  behalf  of  Lessor. 


this  Lease. 


"The  rights  of  Lessor  under  this  Lease  shall  be  in  addition  to, ^and  not  in  lieu  ot  all ^'^£^^^40? 
payment  of  royalty  under  Texas  law,  including,  without  limitation,  V.T.C.A.  Natural  Resources  oode  99 


through  91.405." 


,«  pc,—  ,nH  Discharge.  Lessor  acknowledges  that  the  terms  ^^h^,^^^a,?^v^ 
royalty  and  bonus  paid  hereunder,  and  all  other  terms  negotiated  ^ll*^^^J^J^^J^^t 

aaents  SDOuses  corners  predecessors,  parents,  subsidiaries,  affiliated  corporations,  or  other  affil  ated  entities 

S^Tol^^eSuHable  theory  of  recovery,  whether  known  or  unknown,  past, 

f«sor  has  has  had  or  claims  to  have  against  the  individual  Committee  Members,  volunteers,  or  the  Southeas 

A*gto Propel  Owners  wTch  relate  to,  arise  from,  or  are  in  any  manner  connected  to 

»rneaotiation  of  the  Negotiated  Terms,  (iii),  the  inclusion  and/or  omission  of  any  terms  within  the  Neg°tete^Te™s: 
v)  an? ad or  omission  in  any  way  related  to  the  Negotiated  Terms  or  ^^^*^S^^ 
or  (v)  any  and  all  representations  made  prior,  during,  and  subsequent  to  Lessors  execution  of  this  Lease  ana 


Amendment. 


A  MEMORANDUM  OF  LEASE  and  not  the  actual  Lease  instrument  with  its  addendum,  if  any,  shall  be  filed  of  record  in 
Kj«  in  order  to  give  constructive  notice  of  Lessee's  leasehold  interest  ,n  the  property. 
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IN  WITNESS  WHEREOF  this  Lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  "Pon  executon 
£X  b*  di^g  o -each  signatory  and  the  signatory's  heirs,  devisees,  executors,  admimrta  ors,  successors  and 
assigns  whether  or  not  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 


LESSEE:  Paloma  Barnett,  LLC 


By:  

Printed  Name: 

Title:    Afftnrrtpy  -/»  -  ftic.+  


LESSOR 


STATE  OF   

COUNTY  OF    C^/Vfr^  -h 


(INDIVIDUAL  ACKNOWLEDGEMENT) 


This  instrument  was  acknowledged  before  me  on  the  iSfday  of  /^?^^  ,  200X.  by 

r  ^^i^.  or* S> ; ' it*    r? est  'X  


Notary^EufettC  State  of  Texas       ^  , 
Notary's  Name  Printed:7^vf*  UJ^^v 
Notary's  Commission  Expires:  S/ 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


(CORPORATE  ACKNOWLEDGEMENT) 


day  of.  .200** 


instrument  w^ac^dged  ggo^  ^  ^C 

on  behalf  of  said  corporation. 


Notary  Public,  State  of  Tex^as  * 
Notary's  Name  Printed:  5  ^etJO^  TK^fScJ* 
Notary's  Commission  Expires:  fzo  (( 
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